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ADVANCE LETTER ON 

GENERAL BUSINESS CONDITIONS 

zAugust 75, i<^2i 



The Index 

FOR a second month curve B gives evidence of ap- 
proaching business stabilization. During July it 
moved downward very slightly, as the result of the 
opposing tendencies of the two series of statistics upon 
which it is based. The series representing average 



The stiffening of call money rates was an unfavorable 
influence. Industrial stocks are lower according to 
Dow, Jones & Co.'s averages, than they were a month 
ago. Bond prices have made a better record. On 
August 4 the average for all types reached the highest 
point since January of this year, and it is now less than 
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INDEX CHART. The items locating curves A, B, and C aU refer to «m#fe(« caUniar monlks and the points are plotted b the middle of the spaces aUotted to the months. 

Group A — Speculation : New York Bank Clearings, Shares Traded on the New York Stock Exchange, Price of Industrial Stocks. 

Group B — Business: Bank Clearings Outside New York City, Bradstreet's Price Indices. 

Group C — Banking: Rate on 4-6 Months Commercial Paper, Rate on 60-90 Day Commercial Paper. 

Explanation: Each of the three curves on the Index Chart is obtained jiy 
averaging a group of statistical series, each group being composed of series 
homogeneous in character; i.e., when corrected for the seasonal influence 
and normal growth, the series of each group move in the same direction (up- 
ward or downward) at the same time. The series were all expressed in com- 
parable units before averages were taken. 

Our interpretation of the fluctuations of the three curves of the current 
index chart is based upon the relationship which was discovered among simi- 
lar curves for the period 1903-14. All three curves had wave movements, but 
the upward swings and the crests of the waves were not reached simultane- 
ously. The major movements of speculation preceded those of business by 
4 to 10 months, and the movements of business preceded those of banking by 
2 to 8 months. 

wholesale prices moved slightly upward, while that 
representing bank clearings outside New York City 
declined enough to offset the price movement and to 
incline curve B sUghtly downward. In view of the fact 
that June clearings were increased by income tax pay- 
ments, not too much emphasis should be placed on the 
decline in the July figures (3 per cent), and we may say 
that curve B has been practically unchanged in both 
these months. 

Speculation 

Dullness continues to characterize security markets. 
The volume of trading has been small during the first 
half of August, and the prices of stocks have not main- 
tained the gains made during the last week in July. 



business i.^«..w^ ., r / — - • i_r • a -i 

the spring of 1920. In fact business unsettlement was noticeable in April 
of that year. The existence of the federal reserve system enabled us to avoid 
a financial panic but not a severe industrial depression which has continued 
into the spring of 1921. ,•,,,,■ j 

Since last January curve C, representtng money rates, has sttgMty decltned 
and curve A, representing speculation, has moved sidewise. The high level of 
money rates and depression of security prices indicate that there is no prospect 
of a marked change in business conditions in the immediate future. The slight 
upward movement in June of curve B, representing business, indicates that the 
decline of business, which has lasted fourteen months is at or near an end. 

a point below that figure. It is entirely normal that 
bonds should develop greater strength at this time; 
they are usually the first to reflect the returning con- 
fidence of investors. 

Business 

Bradstreet's index of wholesale prices was I11.06 on 
August I, an increase of 3 per cent over the index for 
July I. This change, the second consecutive increase, 
seems to indicate that the decline of prices has been 
definitely checked. Further evidence of the same sort 
is afforded by Dun's index, which also showed a rise 
(2.4 per cent) on August i. Fruits and metals are the 
only groups entering into Bradstreet's index which 
recorded considerable price declines. 
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Katioof 
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The volume of business, as shown by bank clearings 
outside New York City, fell from 13,230 million dol- 
lars in June to 12,800 millions in July, or 3 per cent. 
In the past, July clearings have usually been somewhat 
greater than those of June. The following table shows 
that the greatest decreases were in the Southern and 
Pacific states. 

Outside Clearings: Actual Figures 
{Unit: $1,000,000) 

June 192 1 

Middle* 3,163 

New England 1,390 

Middle West 3,674 

Pacific 1,417 

Other West 1,607 

Southern 1,982 

Total* 13,233 

* Excluding New York City 

Business sentiment is becoming more hopeful, or at 
least less pessimistic. Although improvement is very 
gradual and hardly general as yet, there are develop- 
ments which point to better conditions this fall. The 
textile trades are receiving an encouraging volume of 
business. A considerable amount of export business 
has helped certain lines of cotton goods, the American 
Woolen Company reports that some of its spring lines 
are sold out, and retail buying in general holds up re- 
markably well. The railroad companies are giving 
larger orders for repair work, and the improvement in 
their earnings makes it probable that they will be able 
to make further needed expenditures. Shoe factories 
have a good volume of business in prospect, and the 
leather market shows a better tone. The iron and steel 
trades are recovering slowly, but inquiries are still for 
small amounts, larger buyers being inclined to wait 
until they are more certain that prices are stabilized. 
August has brought its crop of unpleasant developments 
growing out of the depression of last year, and there 
are still many uncertainties both at home and abroad. 
But fundamental conditions seem to be slightly better, 
and should continue to improve even though, it may be, 
slowly. 

The Trade Balance of the United States 
During Recent Months 

Our favorable trade balance showed a very rapid 
growth during the last haiif of 1920. In December, the 
excess of exports of merchandise (excluding silver) over 
imports was $454,000,000, the largest favorable monthly 
balance of trade reached during that year. A marked 
decline took place from January to April; this decrease 
amounted to $361,000,000, or 81 per cent. During 
both May and June, on the other hand, there was a 
considerably larger favorable balance than during April. 
The decline of the merchandise trade balance during 
the first four months of the year was due to a decrease 
in exports, at a time when imports were increasing 
although standing at a lower level than during 1920. 
The recovery in May and June was due, in turn, to 



Balance of Merchandise Trade of the United States * 
{Units of $1,000,000) 

+ Indicates excess of exports from the United States 
— Indicates excess of imports into the United States 



Month 


Europe 


North 
America 


A^a 


South 
America 


Africa and 
Oceania 


Total 


1920 

July 

August 

September . . 

October 

November . . 
December . . 

1921 

January 

February . . . 

March 

April 

May 

June 


+ 222 
+ 178 
+ 222 

+ 336 
+ 276 
+ 321 

+ 266 
+ 187 
+ 122 
+ 105 
+ 116 
+ 123 


- 28 

- 9 
+ 63 
+ 78 
+ 68 

+ 73 

+ 94 
+ 33 
+ 4 
+ 5 
+ 20 

+ 38 


- 64 

- 79 

- 46 

- 29 

- 43 

- 6 

+ 24 
+ 16 
+ 5 

- 23 

- 13 

- 12 


-28 
-17 

- 8 

+12 
+25 
+31 

+31 

+12 

- 4 
-10 

- 5 

- 2 


+ 12 
- 8 
+ 10 
+ 20 
+ 30 

+ 35 

+ 3X 
+ 27 
+ 7. 
+ 8 
+ 7 
+ 4 


+ 114 

+ 6s 

+ 241 
+ 417 
+ 356 

+ 454 

+ 446 
+ 275 
+ 134 
+ 8s 
+ 125 
+ 151 


Fiscal year 
1921 


+247ot 


+438t 


-268t 


+38t 


+i83t 


+ 2862t 



* Excluding silver. 

t The totals given for the fiscalyear 1921 are based on the revised figures 
recently published. The revised monthly figures are not yet available, and 
therefore the totals for the fiscal year diflfer, in some instances, from the 
sums of the monthly figures. 

a decided drop in imports, while exports for these two 
months did not differ greatly from those in April. 

The rapid decrease of our favorable balance during 
the first three months of the year may be partially ac- 
counted for by the different rates at which the price 
levels of imported and exported commodities declined. 
From July to December, 1920, the Federal Reserve 
Board's index of export prices declined 41 per cent, and 
their index of import prices 46 per cent. During the 
first quarter of 192 1, however, the export price index 
fell 12 per cent, while the import index was identical 
for January and March, and only one point lower for 
February. Therefore, even if imports and exports had 
remained the same in bulk for these three months, there 
would have been a reduction in the favorable balance 
of our trade, due to the falling price of exports. 

Of the total decrease of $361,000,000 in our favorable 
balance between January and April, Europe and North 
America together account for $250,000,000. The trade 
balance fell off in about the same proportion for each 
continent; imports from North America, however, 
held up better than those from Europe. Our balances 
with Asia and South America, both of which had been 
tmfavorable to us for the years 1919 and 1920, were, 
each favorable for some months during 1921. For the 
latter continent, in fact, the balance for the twelve 
months ending June, 192 1, was in our favor. The 
balances with South America as a whole were favorable 
during each of the five months beginning October, 
1920. The balance with Argentina has been favorable 
to us continually since that month; it reached its 
highest point, $18,500,000, in January, 1921, declined 
to $2,000,000 in April, and has since increased. 
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